While equity crowdfunding provides ventures with an opportunity to collect funding from a large base of investors, many campaigns tend to remain unsuccessful. We draw from two fields of financing adjacent to equity crowdfunding, venture capital (VC) and angel investing, as well as rewards-based crowdfunding, to develop an understanding of the drivers of investment decisions in equity crowdfunding. Using data from a leading equity crowdfunding platform in Northern Europe, we explore factors that drive the number of investors and amount of funding attracted by equity crowdfunding campaigns. The results suggest that the investment decision criteria traditionally used by VCs or business angels are not of prime importance for success in equity crowdfunding. Instead, success is related to pre-selected crowdfunding campaign characteristics and the utilization of private and public networks. The findings are relevant for the decision making of entrepreneurs and crowdfunding platforms, as both parties benefit from campaign success.
Introduction
In recent years, crowdfunding has emerged as a new relevant financing mechanism alongside more traditional means of financing new ventures [43] . Crowdfunding refers to the act of drawing funds from large groups of people a . The crowdfunding market has been growing fast in recent years. In 2014, USD 16.2 billion was raised through crowdfunding globally, representing an increase of 167% from 2013 [37] . Crowdfunding is part of a broader phenomenon, crowdsourcing, in which an organization outsources an activity -such as idea generation, decision-making support, and/or resource collection -to a large group of people [9] .
a Belleflamme et al. [5] provide the following definition: "Crowdfunding involves an open call, mostly through the Internet, for the provision of financial resources either in the form of donation or in exchange for the future product or some form of reward to support initiatives for specific purposes" (p. 588).
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Crowdfunding is an umbrella term which covers several different forms. Donation-based crowdfunding is used to collect charitable funding in support of causes and projects. In rewards-based crowdfunding, funders receive non-monetary rewards in exchange for their contribution. Debt-based crowdfunding offers a credit contract, whereas equity-based crowdfunding offers an equity stake in the target company. [2, 6, 10, 32, 39, 42 .] Our focus is on equity-based crowdfunding.
Compared to other forms of crowdfunding, equity crowdfunding is a relatively new phenomenon. Regulations around equity-based crowdfunding differ by country. In the U.S., most unaccredited investors have thus far not been able to invest in equity crowdfunding. However, in October 2015, the Securities Exchange Commission approved Title III of the Jump-start Our Business Startups (JOBS) Act, which entails the legalization of equity-based crowdfunding for unaccredited investors. Consequently, large amounts of previously inaccessible capital are expected to soon become available to early-stage companies in the U.S. [4. ] Outside the U.S., equity crowdfunding platforms for unaccredited investors have been established in several countries over the past decade [50] . In Europe, the total amount raised through equity crowdfunding grew from 23 million euros in 2012 to 194 million euros in 2014 [50] .
While campaign success is important for entrepreneurs and platforms, many campaigns fail. Of the campaigns conducted on the equity crowdfunding platform Invesdor, 30% were successful in the sampled time frame. Success rates at several other crowdfunding platforms have been at similar levels [13, 39, 51] . In order to better understand the dynamics of crowdfunding and to improve campaign success rates, knowledge of the factors contributing to success in crowdfunding is required. However, little is still known about how contributors in crowdfunding assess targets [38] .
Currently, research about campaign success drivers and investors' investment criteria in equity crowdfunding remains very limited. To the best of our knowledge, empirical research on the success drivers of equity crowdfunding for mostly unaccredited investors is limited to the work of Ahlers et al. [3] . They examine the Australian equity crowdfunding platform ASSOB to assess the impact of selected start-up features, such as the board, risk factors, and planned exit strategies, on campaign success. In addition, Agrawal et al. [1] analyze data from the Netherlands-based platform Sellaband, which previously allowed for equity-like crowdfunding in the form of revenue sharing. (See also [32] .) Kim and Viswanathan [31] study the role of early investors in the success of crowdfunding campaigns in which investors receive a monetary benefit from the success of targets they have funded. Cholakova and Clarysse [10] study the 3 motivations that determine individuals' decisions to invest in equity crowdfunding or to contribute through rewardsbased crowdfunding. Bernstein et al. [7] conduct an experiment on the importance of the availability of different types of information to accredited early-stage investors.
Due to its limited amount and scope, the contribution of existing research towards explaining variation in the success of equity crowdfunding campaigns remains small. We address this gap with the following research question: What are the key success drivers of online equity crowdfunding campaigns?
We address this question by drawing on research from two forms of funding adjacent to equity crowdfunding. In the funding lifecycle, companies in different growth phases typically gain access to capital from different sources [43, 53] .
At the very beginning of its existence, a startup typically uses its founders' money, followed by funds from friends and family. As these resources are usually scarce, the startup soon needs to turn to outside investors. [44.] In the initial concept and seed phases, companies can use donation-and rewards-based crowdfunding [43, 53] . Later, during the expansion phase, more mainstream forms of financing become topical [53] . Many entrepreneurs turn to business angels.
Startups can also seek funding from venture capital (VC) companies, who tend to enter at a later stage, conduct more systematic due diligence, and invest larger amounts than business angels. [44, 48.] Finally, companies with sufficient track record may seek funding from institutional investors [53] . In addition, companies can use debt to finance their early operations and growth.
However, there exists a funding gap between donation-and rewards-based crowdfunding and mainstream forms of financing. Investors in mainstream forms tend to be risk averse, which may leave the funding needs of innovative earlystage companies unattended. [53. ] Equity-based crowdfunding is, together with debt-based crowdfunding, beginning to bridge that gap, as illustrated in Figure 1 [43, 53] .
Insert Figure 1 Here
While it shares some similarities with some other forms, crowdfunding "represents a unique category of fundraising, with different vehicles, processes, and goals." [53, p. 17] . Furthermore, the goals of contributors in equity crowdfunding differ from those in other forms of crowdfunding. While equity investors' primary reason for participation is to reap financial benefits, contributors to rewards-based campaigns are also driven by other motives, such as the wish to be part of a community and to help others [10] . As funders' goals differ, the drivers and criteria of their funding decisions can 4 also be expected to differ. Consequently, campaign success factors in equity crowdfunding can be expected to differ from those of rewards-based campaigns. Equity crowdfunding therefore merits research specific to it.
Due to a lack of theory on equity crowdfunding, we build on research from the two forms of funding closest to equity crowdfunding in the funding lifecycle: business angels and venture capital, on the one hand, and non-equity based crowdfunding, on the other hand. As they all address growing companies' funding needs, equity crowdfunding, angel investing, and venture capital investing are often assessed together and compared to each other [e.g., 14, 28, 52] .
Investors in the three forms of financing share similarities with each other [14] . Similarities between equity crowdfunding and angel investing include similar motivations for investing, the absence of active financial intermediaries, and the investing individual's own decision making power [52] . The boundary between equity crowdfunders and business angels is sometimes vague, and the two groups of investors may compete for the same investments [28] . On the other hand, equity crowdfunding can be addressed in the context of rewards-, donation-, and debt-based crowdfunding, with which it also shares similarities [e.g., 6, 39].
We develop four hypotheses. The first one hypothesizes that the investment criteria traditionally used by venture capital and angel investors can be used to predict the success of equity crowdfunding campaigns. The other three draw on research on non-equity based crowdfunding to hypothesize that different campaign and company characteristics can be used as predictors of success.
The results are relevant to entrepreneurs, investors, and crowdfunding platforms alike, as understanding campaign success factors is in the interest of each group. In countries where equity crowdfunding for unaccredited investors is beginning to emerge, industry actors can benefit from experiences of those in countries where the field has already been operational for several years.
The rest of the paper is organized as follows. In section 2, we present a review of literature on the success drivers of early-stage company financing. Our hypotheses are described in section 3. Section 4 discusses the market and company context of our sample. Section 5 describes the variables. Section 6 presents and discusses the results. Section 7 concludes the paper, and discusses limitations, as well as future research opportunities.
Literature review
Due to a lack of literature on the success drivers of equity crowdfunding campaigns, this paper draws on research on the forms of funding adjacent to equity crowdfunding on the funding lifecycle ( Figure 1 ). On the one hand, we address other forms of crowdfunding, mainly rewards-based, that are relevant for earlier-stage companies. On the other hand, we leverage research on VC and angel funding, which typically become relevant later on the lifecycle.
Equity crowdfunding is a distinct form of funding with characteristics that clearly distinguish it from other forms.
However, some of its features are similar to those of rewards-based crowdfunding, whereas others resemble those of business angel and venture capital investing. A selection of such features is presented in Table 1 . Similarities between equity crowdfunding and its neighboring forms of funding have been highlighted in gray. This partial overlap of features supports the use of literature from neighboring forms of funding when researching equity crowdfunding.
Insert Table 1 Here
The approach of leveraging neighboring fields is similar to that used by Dorff [15] . Due to a lack of suitable studies about equity crowdfunding, he analyzes data on angel investing and, stating that angel investing is "the closest analogue to equity crowdfunding" (p. 493), draws conclusions for equity crowdfunding. Furthermore, Manchanda and
Muralidharan [36] compare equity crowdfunding and venture capital investing, concluding that while venture capitalists may face some direct competition from equity crowdfunding, the two forms possess distinct characteristics that may make them complementary to each other.
Success drivers of crowdfunding campaigns
The first perspective from which we approach the possible success drivers of equity crowdfunding campaigns is through success drivers identified for different forms of crowdfunding. Existing literature on the success drivers of crowdfunding campaigns can be split into three main categories: campaign characteristics, networks, and understandability of the company's concept and offering. In the following, we present literature on each of these categories.
Campaign characteristics
Most studies aiming to predict the outcome of rewards-based crowdfunding campaigns address specific campaign characteristics [e.g., 13, 32] . We focus on four key characteristics: the funding target, the minimum investment, campaign 6 duration, and the provision of financials. All these characteristics can be pre-determined by the entrepreneur and the crowdfunding platform prior to the campaign.
Funding target
Crowdfunding campaigns typically portray a target range for the sought amount of funding. Crowdfunding platforms can operate under one of two basic models. In the "all-or-nothing" model, the entrepreneur sets a goal for minimum target funding and receives the invested money only if the goal is achieved. In the "keep-it-all" model, the entrepreneur keeps any funds collected. [13.] Especially in the "all-or-nothing" model, the lower threshold of the target range is critical, as any campaign falling short of it fails. The entrepreneur must hence find a balance between seeking sufficient funds and aiming to ensure that the minimum threshold is reached.
Findings about the relevance of target funding for success differ by the form of crowdfunding. Ahlers et al. [3] find no significant relationship between target funding and the number of investors in equity crowdfunding. Hakenes and
Schlegel [26] reason that high funding targets may provide security to funders in equity-and debt-based crowdfunding,
as their investments will only go through if sufficiently many other people also view the campaign sufficiently positively to invest in it. As to rewards-based crowdfunding, the results of Cumming et al. [13] , Mollick [39] , and Zheng et al. [56] indicate that higher funding goals are negatively associated with success. These differing results for different forms of crowdfunding find some support in Belleflamme et al. [6] , who show that smaller targets are preferable in rewards-based campaigns and larger targets in equity crowdfunding.
Minimum investment
Crowdfunding campaigns typically require every investment to be larger than a pre-defined minimum investment amount. Some studies mention the role of the minimum investment in crowdfunding [e.g., 3, 40] . However, none of them appear to address its potential link with campaign success. Although Ahlers et al. [3] do not specifically investigate the impact of minimum investment on the success of equity crowdfunding campaigns, their data demonstrate no statistically significant relationship between the minimum investment and the total amount of funds collected.
Campaign duration
The duration of crowdfunding campaigns is typically determined in advance. Cumming et al. [13] and Mollick [39] find that campaign duration is negatively related to success in rewards-based crowdfunding. Mollick [39] proposes that longer campaign duration may be perceived by investors as an indication of a lack of confidence. The interviews of entrepreneurs and platform providers across different forms of crowdfunding conducted by Härkönen [27] support these findings. He presents a view that longer durations may be disadvantageous, because contributions tend to accrue at the start and towards the end of a campaign, leaving a relatively quiet period in the middle. He also notes that longer durations make it possible for investors to take more time to consider and even to forget about campaigns.
Contradictory results have been presented as well. Zheng et al. [56] find that campaign duration is positively related to success in rewards-based campaigns in China, whereas they find no significant relationship for the US. Burtch et al. [8] find that longer campaign durations are associated with higher project visibility and thereby better performance in donation-based crowdfunding.
Provision of financials
Some campaigns portrayed on crowdfunding platforms include financial information, such as historical or forecast revenue and profit figures. Existing literature indicates that the mere provision of financials -without taking a stance on the quality of the financials -is a positive indicator of campaign success in equity-and rewards-based crowdfunding.
Ahlers et al. [3] find that equity crowdfunding campaigns that do not offer financial forecasts, nor a disclaimer explaining the reason for a lack thereof, collect significantly less funding. Mollick [39] finds that offering no financials decreases the amount raised in rewards-based crowdfunding.
Networks
A growing base of crowdfunding literature agrees on the importance of networks in collecting funding. Agrawal et al.
[1] emphasize the importance of contributions from personal connections in financing early-stage companies through models such as equity-based crowdfunding. They suggest that social networks facilitate the identification and assessment of investment opportunities. Similarly, Lin et al. [34] find that borrowers in debt-based crowdfunding who have many online friends are more likely to succeed in raising funds. According to Kuppuswamy and Bayus [32] , the majority of funds collected in rewards-based crowdfunding originate from companies' existing networks, which include the entrepreneur's personal social networks and social media followers. Accordingly, we address networks in two categories:
private networks and social media networks. Much literature supports the suggestion that funding contributions made early on in a campaign strongly predict campaign success. Agrawal et al. [1] suggest that a higher accumulation of past investments increases the tendency of new investors to provide funding in revenue-sharing crowdfunding campaigns. Kim and Viswanathan [31] find that early investments have a strong impact on later investments in profit-sharing crowdfunding. In particular, they show that less experienced investors are strongly influenced by the investment decisions of experts. Lee and Lee [33] present evidence of investor herding in debt-based crowdfunding. Colombo et al. [12] show that the success of rewards-based crowdfunding campaigns is closely related to the number and total amount of early contributions. They reason that early support offers an indication of quality and likely campaign success, and that a large number of early backers offers more opportunities for the word about a campaign to spread. Etter et al. [17] find that the amount of money pledged early on in rewards-based crowdfunding predicts campaign success with a high accuracy. Similarly, Greenberg et al. [25] show that knowledge about the number of backers in rewards-based crowdfunding strongly increases the predictability of success. Wash [51] finds that contributors become more active once a charity crowdfunding campaign becomes successfully funded.
Social media networks
Some research points towards a positive relationship between online networks and campaign success. Etter et al. [17] find that the number of social media posts about rewards-based crowdfunding campaigns predicts their success. Mollick [39] shows that being featured on the Kickstarter website has a strong positive relationship with success. He also finds, similarly to Zheng et al. [56] , that the size of an entrepreneur's social media network is a significant predictor of campaign success in rewards-based crowdfunding.
However, not all literature agrees on the importance of social media presence. Belleflamme et al. [5] find no relationship between the use of social media networks and the amount of funding collected in different forms of crowdfunding.
Cumming et al. [13] find no difference in the number of social media website links between successful and unsuccessful 9 rewards-based crowdfunding campaigns. Colombo et al. [12] observe that the number of social media connections of the entrepreneur is not significantly related to campaign success, although it is linked to the amount of early contributions in rewards-based crowdfunding.
Understandability
There exist some early indications suggesting that the understandability of a company's concept or product offering may be relevant for campaign success. In interviewing actors across different forms of crowdfunding, Härkönen [27] encounters the view that part of the success of crowdfunding campaigns may be attributed to consumer investors' ability to easily understand the products offered by the target companies. On a related note, Belleflamme et al. [5] find that companies that offer products are more successful in attracting funding through different forms of crowdfunding than companies that offer services. They reason that funders may prefer tangible outcomes, as they convey a stronger perception of certainty about quality than do intangible services.
Attracting traditional early-stage company financing
Abundant literature exists on the investment criteria of VCs and business angels. While the criteria differ from one investor to another, several common patterns have been identified [47, 48] . Most literature agrees that the entrepreneur and the full management team are the most important decision criteria for angel and VC investors alike. In addition,
Mollick [38] suggests that VCs and contributors in rewards-based crowdfunding assess target potential in similar ways.
Relevant signals for both groups are, according to him, a proven history of success demonstrated by the entrepreneur, third-party endorsements, and preparedness. Similar findings are yielded by a crowdfunding survey conducted by the Finnish Ministry of Finance. When asked about investment decision making in crowdfunding, organizations associated with the equity-, debt-, rewards-, and donation-based crowdfunding markets gave responses that were similar to the requirements placed for traditional investments [30] .
Key decision criteria for VC's
Generally, investment criteria related to the team are considered to be the most important ones for VCs [47] . A survey by MacMillan et al. [35] concludes that the key decisive factors for venture capitalists are the entrepreneur's personal characteristics and experience. Criterion groups other than the team relate to the product, the market, the company, and financial potential. 
Key decision criteria for angels
The investment criteria of business angels are to a large extent similar to those of VCs. Angels and VCs alike emphasize the importance of the entrepreneur, management team, market, and product. However, angels may put relatively more emphasis on the entrepreneur and VCs on the market and product [48] .
Prowse [41] states that knowledge of and trust in the entrepreneur is the primary selection criterion for angel investors.
Similarly, Sudek [48] finds that the most important criteria are related to the team: the passion, commitment, and trustworthiness of the lead entrepreneur, as well as the quality of the management team. Other angel criteria include the soundness of the business plan, revenue potential, market growth potential, valuation, and planned exit path [41, 48] .
Another indication of the investment criteria used by angel investors is provided by the decision frameworks used by business angel networks. The European Business Angel Network (EBAN) highlights, in its investment guidelines, the following requirements for a company to qualify for investment: evidence of demand, evidence of the product being in development, an identifiable exit path, and a sufficient return on investment [16] . EBAN encourages business angels to compare qualified candidates along the dimensions of the product, market, team, financial projections, and the quality of the business plan [45] .
Research hypotheses
With the current lack of research on equity crowdfunding, we base our hypotheses on research of the two forms of financing adjacent to equity crowdfunding on the funding lifecycle: other forms of crowdfunding and traditional earlystage company financing. Overall, we hypothesize that the fund raising success of equity crowdfunding campaigns is driven by similar factors as success in the adjacent financing mechanisms.
Equity crowdfunding shares several similarities with, and can be seen as a predecessor, complement, or even substitute to, venture capital and business angel investing [14, 28, 52, 53] . Therefore, the first hypothesis draws from literature on them.
H1: Investment criteria traditionally used by VC and angel investors are relevant in predicting equity crowdfunding campaign success.
Equity crowdfunding also shares similarities with other forms of crowdfunding, which often precede it on the funding lifecycle [6, 39, 53] . The second group of hypotheses draws from literature on the success drivers of different forms of crowdfunding, mostly rewards-based. Research assessing the success of rewards-based crowdfunding campaigns most often addresses specific campaign characteristics [e.g., 13, 39, 40] . The second hypothesis draws from this research.
H2: Pre-selected campaign characteristics predict the success of equity crowdfunding campaigns.
The third hypothesis is based on the growing base of crowdfunding research that agrees on the importance of networks for campaign success [e.g., 1, 17, 32].
H3: The availability and use of networks is relevant for equity crowdfunding campaign success.
Previous research has given some early indications about the possible relevance of the understandability of a company's offering to campaign success [5, 27] . The fourth hypothesis aims to assess this.
H4: Equity crowdfunding campaigns providing more understandable offerings are more successful.
Data sample
We use data provided by Invesdor Oy, one of the leading equity-based crowdfunding platforms in Northern Europe. We next present the market context of our study and the Invesdor platform.
Crowdfunding market context
In Europe, the equity-based crowdfunding market is growing fast, with an average yearly growth rate of 116% during 2012-2014. The market is becoming increasingly international, and several European platforms already operate across country borders. [50. ] The Nordic crowdfunding market covers five Northern European countries: Finland, Sweden, Norway, Denmark, and Iceland. While the size of the Nordic equity crowdfunding market remained at a modest 3.7 million euros in 2014, the market is growing fast, exhibiting an average yearly growth rate of 1400% between 2012 and 2014 [50] .
While there are no substantial regulatory constraints regarding rewards-based crowdfunding in Europe, equity-based crowdfunding is subject to legislation stemming from a time before the emergence of online crowdfunding. Of the Nordic countries, Finland is the only one that has taken a formal stance on equity crowdfunding. It has classified equity crowdfunding platforms as financial service providers, who need to obtain licences allowing them to operate as investment firms. [22, 50.] 
Invesdor
The Invesdor platform began operations in 2012. In 2014, it held a 46% share of the Nordic equity crowdfunding market [29, 50] . Invesdor operates under the "all-or-nothing" model. The majority of people who have invested via Invesdor are one-time investors. In our sample, 86% of investors have invested in only one target company. Invesdor's investor base can thus be seen as representing the "crowds" rather than a smaller group of recurring investors.
Companies in a variety of development stages and from a variety of industries can seek funding through Invesdor. The platform sets no restrictions on the location of investors. Its most international campaign obtained investments from 27 different countries [29] . Across all campaigns, the countries from which the largest amount of investments has been paid in are Finland, the United Kingdom, and Germany. Other countries include, for example, Australia, Canada, and the U.S. In April 2015, Invesdor became the first crowdfunding platform to have been granted an EU license to operate across all countries belonging to the European Economic Area (EEA). It enables companies from across Europe to seek funding via Invesdor. Indeed, Invesdor is currently actively seeking to recruit target companies from, e.g., the UK. [11,
29.]
Data sample description
Our sample consists of the full set of sixty campaigns conducted through the Invesdor platform between May 2012 and September 2014. We treat the data as cross-sectional. The sample includes 1742 investments, of which 76% were made into successful campaigns. The remaining 24% of the investments were returned to investors because the respective 13 campaigns did not reach the minimum target. Of the sampled companies, 50% are in the software industry, 27% in fashion and lifestyle, and 10% in the restaurant business. as the U.S., due to stricter privacy laws. The main goal of equity crowdfunding campaigns is typically to raise funding. However, companies that run equity crowdfunding campaigns often have also other goals, including market testing, relationship building, collecting feedback, as well as promotion and marketing. [6, 9, 23, 24, 55 .] Therefore, the most successful crowdfunding campaigns can be seen to be those that attract both a sufficient amount of funds and a large number of individual investors.
Investment process at Invesdor
Consequently, we measure campaign success with the number of investors as well as the amount raised.
Number of investors:
We look at the total number of investor interest attracted by a campaign regardless of whether or not the campaign was ultimately successful, because this provides a more apt measure of actual investor interest than merely looking at the number of investors in successful campaigns. Ultimately, whether or not a campaign is successful is determined by the level of the funding target set by the entrepreneur, which may be somewhat arbitrary. Hence, in campaigns that reached their minimum target, the number of investors represents the number of investors who proceeded to transfer the funds to the target company. In campaigns that did not reach their minimum target, the number of investors represents the number of people who expressed their willingness to invest in the target company on the platform during the campaign, even though the transaction did not go through in the end.
Amount raised: Similarly, for successful campaigns, the amount raised represents the amount of funds transferred to the target company. For unsuccessful campaigns, the amount raised represents the total amount the investors wanted to invest.
Success drivers (independent variables)
The selection of variables to explain equity crowdfunding campaign success is mostly based on previous research from adjacent fields of financing as well as the very limited body of research about success factors in equity-or equity-like crowdfunding. In addition, in accordance with the exploratory stage of equity crowdfunding research, we have discussed the set of possible success drivers with industry practitioners in order to ensure that any possibly relevant factors specific solely to equity crowdfunding have not been omitted. In particular, the selection of the minimum investment and understandability variables has been supported by these discussions, as literature on them is particularly limited.
Variables stemming from traditional investment criteria
As described in the literature review, the drivers of VCs' investment decisions do not differ drastically from those of angel investors. Thus, we use angel investment criteria to build the variables stemming from traditional early-stage financing. In particular, we leverage the criteria used by the Finnish Business Angel Network (FiBAN) for two key reasons. First, it is consistent with our sample being Finland-based. Second, FiBAN provides an attractive point of reference as it is one of Europe's largest and most active business angel networks. Finland is also an active business angel country, with the second highest business angel investment rate in Europe [18] .
The investment assessment criteria used by FiBAN [19] , and variables we use to assess success drivers in obtaining traditional early-stage financing, relate to the team, markets, concept, scalability, and terms. In addition, we add the company's stage as a separate criterion [45, 47] . These six variables are in line with the angel and VC investment criteria identified in the literature review.
To operationalize the six variables, we assign every campaign a separate rating, on a scale from one to five, for each of the six attributes. The ratings have been provided by an experienced former business leader and developer with over three decades of experience in managerial and advisory positions. Later, he moved to professionally rating, vetting, and coaching start-ups. In creating the ratings, he familiarized himself thoroughly with all information provided in the crowdfunding campaign. The ratings are based on several dimensions of each attribute, which are briefly described below.
Team: Industry expertise, track record, educational background, experience, balance between team members' skill sets, as well as perceived motivation, drive, passion, commitment, and honesty.
Markets: Attainable market that determines the company's growth potential.
Concept: How well the product fits the target market, relevance of the end customer's problem, how well the company addresses the problem compared to other alternatives, and value of the solution to the customer.
Scalability: How easy it is to scale up the solution to the entire target market.
Terms: Valuation, number of shares targeted, whether the targeted funding amount is sufficient to lift the company to the next level.
Stage: Progress of the company on its development path, remaining gap to the target state, status of the product, status of market validation, and existence of paying customers.
In some models, we combine the six ratings into one variable, called Average rating, which is the average of the six ratings given to each company.
Variables stemming from crowdfunding theory
The variables stemming from crowdfunding theory fall into three categories: campaign characteristics, networks, and understandability. Campaign characteristics include four variables in line with the ones identified in the literature review.
To measure the funding target, we use the lower end of the funding target range (in euros) that the entrepreneur aims to raise. The lower end of the target range is the most important feature of the funding target range, because campaigns that do not reach this threshold are unsuccessful, and it therefore ultimately defines the success of any campaign. It also determines how popular the campaign looks, as the percent of the minimum target raised is visible on the campaign website at any moment of the public phase.
The minimum investment is the smallest amount of money (in euros) an individual can invest to become a shareholder.
The operationalization of this construct is unambiguous.
Campaign duration is measured as the number of days between the first and last day of a campaign. It includes both the hidden and the public phase.
Provision of financials represents whether financials have been made available in the campaign materials. It is measured
with an indicator variable which obtains a value of 1 if campaign information includes figures for revenue and/or EBITDA (Earnings before Interest, Taxes, Depreciation, and Amortization). Otherwise, it obtains a value of 0. We use revenue and EBITDA specifically, because they are the two standard income statement items currently provided in the campaign template of the platform. They are also relatively simple measures of size and profitability, respectively. It is worth noting that, in line with the findings from the literature review, this variable is solely concerned with whether or not financials are provided, regardless of the quality of the financials. However, we also present results separately for the quality of financials, as measured by sales growth, EBITDA margin, and valuation multiples.
The second group, consisting of two variables, relates to networks. Of possible social media channels, we chose Facebook for variable operationalization because it is the most widely used social network [46] and because, in our sample, it is the channel in which the highest number of the target companies is present.
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Understandability
The understandability of a company's concept or offering is a rather complex feature to measure. In our sample, investors are typically individuals to whom the offerings of consumer-oriented companies may be easier to understand than those of companies whose products are intended for businesses. Hence, we use a simple indicator variable that is assigned the value 1 for companies whose products are mainly targeted to consumers and the value 0 for business-to-business (B2B) oriented companies.
Results and discussion
Descriptive statistics
Summary statistics of the dataset are presented in Table 2 .
Insert Table 2 Here
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Correlations between all variables are presented in Table 3 . In accordance with the regression models presented in Section 6.2, logarithmic transformations for the following variables have been used: number of investors, amount raised, funding target, minimum investment, and campaign duration.
Insert Table 3 Here
The pairwise correlation coefficients between each of the independent variables and the dependent variable are relatively high. While pairwise correlations among independent variables are mostly non-significant, some higher correlations exist especially among variables stemming from traditional investment criteria. However, variance inflation factors (VIF) indicate no issues with multicollinearity, with 1.9 being the highest individual VIF in any model b . The correlation between the minimum investment and understandability is significant and negative. Consumer-oriented companies may indeed wish to attract investments especially from their consumer customers, who may be willing to make smaller investments than more experienced or professional investors. Similarly, there is a significant positive correlation between B2C and social media networks. B2C companies may be more active on Facebook than companies targeting other businesses. The correlation between the early funding from private networks and social media networks is significant and positive. Entrepreneurs may well prefer advertising campaigns that have shown early signs of success, rather than campaigns that they perceive to have a higher probability of failing.
Splitting the campaigns into successful and unsuccessful ones along the dimensions of different variables reveals a few interesting observations. Of campaigns that started with a hidden phase, 33% were successful, whereas 24% of campaigns that only had a public phase were successful. More strikingly, of the campaigns that raised 30% or more of the funding target during the hidden phase, 77% were eventually successful, as opposed to 17% of campaigns that did not meet the 30% threshold or that did not have a hidden phase at all. Of campaigns that portrayed financials, 33% were b In the regression analysis, the variables stemming from traditional investment criteria are only included in one separate model successful, compared to 20% of campaigns without financials. Nearly half (47%) of B2C companies reached their minimum target, whereas only 13% of B2B companies' campaigns were successful. Similarly, 58% of campaigns that made use of social media networks were successful, whereas only 11% of other campaigns were successful.
On average, 70% of the funding target was collected in the campaigns. The median value is lower, at 14%, as several campaigns collected only a small fraction of the target, whereas a few campaigns reached several hundred percent of the funding target. In cases pertaining to the latter, the difference between the lower and higher end of the funding target range was large, allowing the lower end of the funding target to be exceeded by such a large factor.
Regression models
We use multiple linear regression to build models that predict the number of investors and the amount raised. We use logarithmic transformations of the dependent variables and three independent scale variables (funding target, minimum investment, and campaign duration), because relative changes are more relevant than absolute changes in these cases.
The transformations also reduce the variables' skewness and improve the fit of the models. H2 through H4. We conduct relevant diagnostic tests for all models to ensure that there are no problems with multicollinearity, heteroskedasticity, or error term non-normality. The regression results are presented in Table 4 and Table 5 .
Insert Table 4 Here
Insert Table 5 Here
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In Table 4 , where the explained variable is the number of investors, the explanatory power of the models is high, with the exception of Model 1. The coefficients and the significance of each variable remain relatively stable across models.
In Table 5 , where the explained variable is the amount raised, the explanatory power of the models is lower but still significant, again with the exception of Model 1.
Traditional investment criteria
Somewhat surprisingly, none of the investment criteria traditionally relevant for VC or angel investors turn out significant in predicting success in our sample, as shown in Model 1. Model 2 includes these criteria as one variable, the average of the six ratings, which is also not significant.
In addition, we looked at the quality of the financials (sales growth forecast, EBITDA margin, and valuation multiples) of the 45 companies that had provided them in their pitch. To our surprise, none of these displayed a significant relationship with campaign success in regression analyses.
Hypothesis H1 is thus not supported: we do not find evidence that investment criteria traditionally used by VC and angel investors would be relevant in predicting equity crowdfunding campaign success. A possible explanation for this result is the difference in the level of expertise of unaccredited equity crowdfunding investors and VC or angel investors. The less professional "crowds" may not have the training, experience, or will to assess target companies along the dimensions of traditionally used investment criteria.
Although not significant in our results, traditional investment criteria may be relevant for success on equity crowdfunding platforms that target different types of investors. These may include platforms limited to accredited investors, such as AngelList, and platforms that invest in every featured deal also themselves, such as OurCrowd, which operates under a hybrid VC/accredited crowdfunding model.
Success drivers in crowdfunding
Campaign characteristics
Funding target
The funding target is positively, albeit not strongly, associated with the number of investors. It is not significantly related to the amount raised. Equity investors may be somewhat more interested in campaigns that have higher targets, because larger amounts of funds collected enable companies to take more substantial measures towards growth and increase in value. Larger target sums may also provide prospective investors confidence to invest, as the campaign will only be successful if sufficiently many investors choose to support it with a sufficient amount of money.
This result is not fully in line with the results of Mollick [39] and Zheng et al. [56] , which indicate that higher goals are negatively associated with success in rewards-based crowdfunding. However, it is logical that investors in rewards-based crowdfunding may be less concerned about the total target sum than are equity investors, as their interest lies in obtaining a reward rather than a stake in the company.
Minimum investment
The minimum investment has a strong negative relationship with the number of investors and with the amount raised.
Large minimum investments may increase many investors' threshold for making an investment decision. Investors may be discouraged both because of the higher requirement for liquid funds available and because of the relatively high risk of losing money.
Campaign duration
Campaign duration is negatively associated with the number of investors. Shorter campaigns may convey a message of decisiveness and ability to deliver. Shorter durations may also encourage prospective investors to act fast, rather than postpone decision making. Duration is not significantly related to the amount raised.
Provision of financials
The availability of financials in the pitch is positively, albeit not very strongly, associated with the number of investors.
However, it is not significantly related to the amount raised. Reporting some income statement data and forecasts may be considered a sign of credibility and capability. Conversely, the absence of financials may be considered dubious or unprofessional by investors.
Comparing this finding with the earlier result that the quality of financials is not related to campaign success, it appears that while it may be useful to provide some financials in the campaign, the attractiveness of these financials may not be as relevant in attracting investors.
The results thus support hypothesis H2: we find evidence that pre-selected campaign characteristics predict equity crowdfunding campaign success.
Networks
Early funding from private networks
The portion of the minimum target raised during the hidden phase is strongly positively associated with the number of investors and with the amount raised. A large base of investments already gathered may convey credibility and give prospective investors confidence in the campaign. Even if most investors do not have the resources or skills to perform a thorough due diligence, they may be inclined to assume that some other investors have done so. Furthermore, campaigns are only successful, and funds eventually distributed, if 100% of the minimum target is reached. Hence, to save time and effort, investors may be keener to invest in targets whose success appears more likely.
Social media networks
Our results suggest that the ability of a company to leverage social media networks is a strong predictor of success both in terms of the number of investors and the amount raised. Evidently, posting the campaign on social media may have a direct effect on investments, as fans may follow the link and proceed to invest. However, it is also possible that entrepreneurs associated with inherently more promising campaigns are more inclined to display their campaign on social media.
Interestingly, only 40% of the companies in our sample posted their campaign on their Facebook site, although 87%
have Facebook pages. By choosing not to post the campaign on Facebook, a start-up may wish to avoid potential reputation damage from an unsuccessful campaign or from conveying a "start-up image" to existing customers.
According to the results on variables related to networks, hypothesis H3 is supported: we find evidence that the availability and use of networks is relevant for equity crowdfunding campaign success.
Understandability of the product
The results show a positive relationship between the business-to-consumer (B2C) orientation of a start-up and campaign success. Equity crowdfunding campaigns may thus be more successful for companies that offer consumer products than for B2B companies. Consumers may be more comfortable investing in products that they know or understand. B2C
companies may also have a broader base of existing customers and followers, and thus a larger pool of potential crowdfunding investors.
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Hypothesis H4 is thus supported: equity crowdfunding campaigns of companies providing more understandable offerings are more successful. However, this result can only be deemed directional due to the limited way of measuring understandability in this study.
Results from a survey conducted by the equity crowdfunding platform Venture Bonsai [49] provide some support to our results. In the survey, the most commonly stated reason to invest in a specific target is an interesting product or service (61% of respondents). Convincing leadership, typically a key criterion among professional investors, stays far behind (22%).
Conclusions
This paper is one of the first to identify and assess the success factors of equity crowdfunding campaigns targeted mostly to unaccredited investors, or the "crowds". We have provided suggestive evidence that the investment decision criteria of unaccredited equity crowdfunding investors are more similar to those of providers of other types of crowdfunding than to those of more traditional providers of early-stage financing. We find that the criteria typically used by angel or VC investors are not relevant for equity crowdfunding investors, whose investment decisions depend rather on easily observable features of crowdfunding campaigns, network utilization, and understandability of the target's products.
Campaign success is associated with several campaign characteristics, the most important of which include early funding collected from private networks, social media networks, and the size of the minimum allowed investment. In addition, success drivers related to the number of investors include the funding target, campaign duration, the provision of financial information in the pitch, and a B2C orientation of the company's offering. Conversely, a thorough assessment of the company in terms of team, markets, concept, scalability, stage, and deal terms do not seem to predict success in equity crowdfunding.
Our overall conclusion is in line with a speculation made by Frydrych et al. [20, 21] . They note that emotional and social criteria may be more important to equity crowdfunders than financials. The observation leading them to this speculation is that the contracts prevalent in equity crowdfunding are typically not very attractive from the perspective of financial investors, with long-term durations and without dividends or voting rights.
Practical implications
The findings have important implications for the decision making of account managers at equity crowdfunding platforms as well as entrepreneurs at start-ups. Companies seeking to conduct a successful campaign benefit from maintaining an awareness of the finding that campaign success is strongly related to how the campaign is run. The extent of leveraging networks and specific pre-determined campaign characteristics can make the difference between failing and succeeding.
Many important determinants of success are such that entrepreneurs and platforms can often influence themselves relatively effortlessly.
The results indicate that taking the following suggestions into consideration may improve the success of equity crowdfunding campaigns:
 Ensure a critical mass of investments from networks in the hidden phase. Only begin a campaign once sufficient financing from private networks can be secured.
 Market the campaign and make it visible on social media. Do not underestimate the importance of the existing customer base as potential investors.
 Allow for small investments, unless a large investor base adds an undue amount of complexity.
Limitations
Our results are based on an investigation of equity crowdfunding for unaccredited investors. We would be cautious in generalizing the results to other early-stage financing mechanisms. Although the results support several, but not all, previous findings about rewards-and donation-based crowdfunding, many important differences exist, as the motivations of equity crowdfunders and rewards-based crowdfunders differ [10] . Similarly, the results may not apply to equity crowdfunding targeted for accredited investors. Geographically, our results can be expected to be generalizable to open Western economies with regulatory environments similar to that of the EU. Although Finland-focused, investors in our sample represent a variety countries, mostly Western economies.
As always when using regression analysis, it should be noted that, methodologically, correlation does not imply causation. However, in the setting of our research, the explanatory variables precede chronologically the explained variables. Therefore, we assume that, if any, the direction of causality is from the explanatory variables to the explained variables.
We have sought to minimize the risk of omitted variable bias by including variables from two separate streams of research adjacent to equity crowdfunding. It is possible that some drivers of success in any case remain unobserved.
However, most investors make their decisions based on the same limited campaign information that we have used. After a review of literature from adjacent fields, an assessment of the campaigns from the investor's perspective, and discussions with crowdfunding platform representatives about their experiences of successful campaigns, we conclude that the probability of crucial variables having been omitted is low.
As the ratings used as explanatory variables are based on the assessment of an expert, they are inevitably somewhat subjective. However, the person selected to provide the ratings is highly experienced, and was equipped with clear variable definitions and rating criteria that remained consistent across the whole sample. Evidently, the ratings provided solely based on campaign information differ somewhat from the way VCs and angel evaluate companies, because our ratings were developed without face-to-face interaction with the target companies. However, the ratings are based on the same information that is available to the majority of the investors in each campaign, as most of them do not have live interactions with the target companies, either.
Future research
This paper is one of the first to address success drivers in the emerging field of equity crowdfunding for mostly unaccredited investors. Our results indicate that this new form of financing requires research of its own, as its dynamics differ from those of traditional financing mechanisms and from other forms of crowdfunding.
Due to the nascent nature of the field, there are several directions for future research. It would be interesting to replicate our analysis for other equity crowdfunding platforms. Especially as some time passes, larger sample sizes will become available to provide more conclusive evidence. Furthermore, while we have sought to develop an exhaustive set of campaign success factors, some variables -perhaps specific to equity crowdfunding alone -may still remain to be discovered.
It would also be interesting to better understand the background and origin of investments by looking into who the investors are and how they find and select their campaigns of interest. We therefore wish to conduct a survey of investors in order to map their motivations, decision making criteria, general investor profiles, and demographics, among others.
Results from such a survey can be expected to provide support (or lack thereof) for our results, as well as more granularity. Unaccredited investors in equity crowdfunding may consist of several distinct subgroups, each of which tend to invest in different types of targets with different criteria.
As the amount of funding gathered early on in a campaign has shown to be important for success, it would be interesting to investigate the dynamic accrual of investments in equity crowdfunding campaigns. Questions to address include, among others, those about investors' behavioral herding patterns and determining optimal durations, phases, and activities for each campaign.
Finally, as valuation is an important yet often difficult dimension of funding start-ups with equity, we would find it interesting to look into the possibility of using auctions in determining the valuation of start-ups in equity crowdfunding campaigns. 
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